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KEY ECONOMIC INDICATORS: SWEDEN 


2 
All values in million U.S. $ Exchange rate as of January 28, 1972 
unless otherwise stated. U.S. $1.00 = Skr 4,805 1/ 
1/ L 1 2 2, 
ITEM A B C pD* E** 
1969 1970 1971 % Change Rate of 
Growth 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 29,353 32,668 35,579 + 7.4 + 7.4 
GNP eat Constant 1968 Prices 28,374 29,761 30,275 + 0,3 + 0.3 
Per Capita GNP, Current Prices in $ 3,667 4 ,ok2 4,377 + 6,8 + 6.8 
Plant and Equipment Investment 2,086 2,421 2,598 + 5.8 + 5,8 
Indices: 
Industrial Production (1959=#100)(11/71) 193 208 211 + 1.0 + 1,0 
Avg. Labor Productivity 3/ (11/71) 198 211 223 + 6,0 + 6.0 
Avg. Industrial Wage (1947=100)(8/71) 582.2 659.2 694.5 + 6,1 + 9,1 
Personal Income (12/71) 25,645 28,506 31,691 + 9.7 + 9.7 
Employment (11/71) (000) 4/ 3,784 3,854 3,860 + 0.2 + 0.3 
Avg. Unemployment Rate (%)— (11/71) 1.9 1.3 2.3 +69.5 +83.1 
MONEY AND PRICES 
Money Supply (12/71) 18,004 19,163 21,416 +10,2 +10,2 
Public Debt Outstanding (12/71) 6,332 6,993 7,605 + 7.3 + 7.3 
Interest Rates: 
Central Bank (12/71) 7.0 7.0 5.0 
Commercial Banks, Prime (12/71) 8.0 9.0 7.0 
Indices: / 
Retail Sales (9/71) 104 107 104 + 4,0 + 5.9 
Wholesale Price (1949=100) (12/71) 187 200 207 + 3.5 3.5 
Consumer Price (1949=100) (12/71) 221 236 254 + 7.6 + 7.6 
BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exchange Reserves (12/71) 750 826 1,075 +28.3 +28 3 
Balance of Payments (12/71) = 255 - 83 + 115 
Balance of Trade (12/71) - 215 = 213 + 387 
Exports, FOB (12/71) 5,698 6,799 7,483 + 9,0 + 9.0 
U.S. Share (11/71) 357 405 459 +19.0 +21.5 
Imports, CIF (12/71) 5,913 7,012 7,096 - 0.2 - 0,2 
U.S. Share (11/71) 507 608 525 - 7.0 - 8,3 


Main imports from U.S. (Jan.-Oct. 1971): Foods and beverages, $36.8; metallic ores and 
metal scrap, $10.1; chemicals, pharmaceuticals, toiletries, and plastic materials, $46.8; 
textiles and textile manufactures, including wearing apparel, $15.1; iron, steel, non+ 
ferrous metals, and miscellaneous hardware, $29.4; machinery and industrial plant equip- 
ment, $189.6; prefessional, medical, and scientific instruments, $23.3; transport equip- 
ment, incl. highway and construction vehicles, $42.0. 


Footnotes: * C/same cumulative portion of B, ** Avg. growth rate for period indicated 
measured on annual basis of current year to date. 1/ Dollar figures for 1969 and 1970 
(columns A + B) are converted at U.S. $1.00#Skr 5.17. Dollar figures for 1971 (column C) 
are converted at U.S. $1.00=Skr 5.10 (average market rate for calendar year). 2/ Percen- 
tages were calculated on basis of amounts in Swedish kronor, rather than dollar amounts 
shown, 3/ Index of industrial production, divided by hours worked in mining and manu- 
facturing. 4/ Expressed as percent of total labor force. 5/ Value of retail sales 
expressed as percent of value recorded for similar period during preceding year. 








NORRBOTTEN 

VASTERBOTTEN 

JAMTLAND 
VASTERNORRLAND 

GAVLEBORG 

KOPPARBERG 

VARMLAND 

OREBRO 

VASTMAP AND 

UPPSALA 

STOCKHOLMS LAN 

STOCKHOLM 

SODERMANLAND 

. GOTEBORG OCH BOHUS 

. ALVSBORG 

. SKARABORG 
OSTERGOTLAND 
GOTLAND 
JONKOPING ~— 

. KALMAR 
HALLAND 
KRONOBERG 
KRISTIANSTAD 

. BLEKINGE 


@Srawvsnun= 


ALAND ay . 
ISLANDS , = SEN 


, LD © song re 
( ‘. ' 
\ 8 -" a 


==mceme International boundary 
—-— Lan boundary 
@® National capital 
@ Lan administrative 
center 
~~ Railroad 
Road 
—+——— Canal 


0 50 100 Miles 


50 = 100 Kilometers 


nS are CZ 





Base 54282 7-66 








SUMMARY 


The Swedish economy, after a sharp recession in 1971, 
is expected to pick up gradually during the current 
year. There should be a gradual cyclical upturn, 
strengthened by the governmental stimulative measures 
introduced last fall and by export demand later in the 
year. 


While industrial production was stagnant last year and 
is expected to improve only slightly in 1972, private 
investment should pick up significantly this year, 
especially in commercial construction and other areas 
of "non»priority investment." The unusually high 
household savings ratio of 1971 is expected to drop, 
leading to an increase in private consumption. Unem- 
ployment, which has been at the historically high % 
level, is also expected to decline gradually during 
the current year. 


Swedish exports, which did well during the first half 
of last year, are expected to increase moderately in 
1972. Imports, on the other hand, which stagnated in 
1971, should rebound sharply this year, offering oppor- 
tunities for US exporters. The Swedish market in 1972 
should be characterized by a significant pickup in the 
importation of both consumer and investment goods, 
although food imports will probably decline. Specific 
product group opportunities are listed at the end of 
this report. 


Sweden hopes to conclude negotiations by mid-summer 1972 
for a free-trade agreement with the European Communities, 
which would go into effect on January 1, 1973. Such an 
agreement should improve the domestic investment climate, 
removing uncertainties which now cause postponement of 
investment decisions. Swedish interest in investment in 
the US also shows signs of improvement. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


r ( ed er ar essio 


As the Swedish economy enters 1972, the government and most observers predict 
an upswing in business activity during the year. Opinion varies, however, as 
to the timing and strength of the recovery. As would be expected, Government 
spokesmen are more optimistic on both counts than business and academic fore- 
casters. 


With the benefit of hindsight, it is now clear that the restrictive measures 
which the government took in 1970 to cool down the economy and stop the 
hemorrhage in the balance of payments caused a deeper recession than would 
have resulted from normal cyclical forces alone. Another factor was the drop 
in private consumption, which resulted from the uncertainties relating to job 
security and the protracted wage negotiations during the first half of 1971. 


The principal reasons for the current mood of cautious optimism are twofold: 
(a) the stimulative measures taken by the government in the fall of 1971, which 
should have a significant impact on consumption and investment; (b) hopes for 
improved international conditions which would lead to greater export demand 
later in the year. The government expects real GNP, which rose by less than 
one-half of one percent during 1971, to increase by 34% in 1972. 


as nve t R Despite t ustrial oO 


Industrial production in 1971 increased by only one percent, with the weakest 
sectors being textiles and clothing, iron and steel and pulp and paper, all of 
which suffered declines in production in comparison with the previous year. 
With respect to industrial production in 1972, the Government foresees an 
overall increase of only about 2%, with most of that coming in the second half 
of the year. Except for shipbuilding, paper and Sweden's relatively small 
chemical and plastics industry, there seem to be few industries with large 
expansion plans, at least this early in the year. 


Several of the stimulative measures taken in the fall of 1971 were intended 
to boost investment in private industry and trade. Among these were the large 
release of investment reserve funds, the extension of the special 20% tax 
deduction for machinery investment and the increases in state subsidies for 
investments in connection with environmental protection. Another important 
factor affecting investment was the lifting in May 1971 of the tax on non- 
priority investment. At the beginning of 1972, there was still a relatively 
long list of pending non-priority investment projects, as a result of the 
backlog created during the one-year period that the tax was inseffect. The 
credit market is also relatively easy. For these reasons, the government 
predicts a 10% increase (in constant prices) in private investments in buildings 








and machinery from 1971 to 1972. While this figure may be too high, a 
significant increase can be expected. Further details are given under B l 
below. 


3. Incomes and Private Consumption Should Also Rise 


Based on the wage settlement of June 1971, the total wage bill should rise 

by about 10% in 1972, but total disposable income will grow more slowly 

(64% in current prices, or 2 1/4% in constant prices, according to government 
estimates) because of tax increases. This compares with a similar rise of 
about 3% in real disposable income in 1971, but private consumption is never- 
theless expected to increase substantially (from less than zero to nearly 4% 
in real terms) during the coming year. This estimate is based on anticipation 
of a substantial decline in the savings ratio, which appears to have doubled 
between 1970 and 1971 (from 3% to 6), as a result of the uncertainties caused 
by the protracted wage negotiations, the international monetary crisis and 
other special reasons which are assumed to be non-recurring. The prediction 
of such a substantial rise in private consumption appears to be one of the 
most doubtful elements in the government's forecasts, but recent retail sales 
figures tend to confirm the existence of at least some upward trend in con- 
sumption. 


4. Unemployment till Hi 


The labor market continues to beacause for concern,with unemployment at 3% of 
the labor force as of November 1971. Despite considerable governmental aids 
to the building and construction industry, unemployment in this key sector 
continues to mount, due in part to seasonal factors, although this has been 

a relatively mild winter. The expectation is that a downturn in unemployment 
will not occur before March at the earliest. General unemployment is expected 
to follow the same trend, although it now appears to be rising at a rate con- 
siderably less than that experienced in the middle of 1971. Shortages of 
skilled labor in the engineering and metal industries and of unskilled labor 
in parts of the lumbering industry continue to be felt. The widespread reduction 
in factory working hours from 4ox to 40 hours per week beginning on January l, 
1972 will also tend to reduce unemployment, as industrial firms are forced to 
hire additional personnel to meet production requirements. 


5. Foreign Balance 


Improved foreign demand is expected to help stimulate the Swedish economy in 
the second half of 1972. The favorable balance of trade, which was almost $400 
million in 1971, will probably be considerably smaller in 1972, with the overall 
balance of payments moving from a small positive sum in 1971 to a small negative 
sum in 1972. 


Sweden's exports amount to more than one-fifth of its GNP and Sweden's major 
export markets in 1971 were in the United Kingdom, West Germany, Denmark, 
Norway and the United States. Strong economic expansion in 1972 is expected 
in the UK and the US and moderate expansion in Norway and Denmark. Even 
Germany's economic activity - and, hence, imports - should pick up somewhat 
during the course of the year. Thus, export prospects for Sweden look fairly 
good. The official forecast, based on industry by industry surveys, calls 

for an increase of exports of about eb in current prices. These figures have 
been adjusted for the favorable effect of the mid-December monetary agreement, 
which resulted in a weighted overall devaluation of the Swedish krona of about 
1%. 


The value of total imports in 1971 was practically unchanged from the previous 
year. Thus, with the rise in exports, there was a complete turnaround in Sweden's 
trade balance. After adjustment for the monetary agreement, prospects for 
Swedish imports in 1972 are favorable for US suppliers. Total imports are 

likely to rise by 8% in current prices with imports of investment goods increasing 
by about 7.5% and consumption goods by about 12% (all in current prices). 


6. Monetary Policy Continues Easy 


Swedish monetary policy in 1971,like that throughout Europe, was expansionary. 
The central bank discount rate, which was at 7% throughout 1970, was lowered in 
four stages during 1971 to 5% as of November 11, 1971, where it remains. Lending 
in the organized credit market during the 12 months ending September 30, 1971 
increased by no less than 50% over the previous year. Nearly 80% of this 
increase went to the private sector, which used the funds in part to finance 

new investment, but also in significant amounts to build up liquidity. By 
contrast, during calendar year 1971, government demands on the credit market 
increased by less than 20% over the previous year. 


The credit outlook for 1972 is uncertain. Requirements of central government, 
municipalities and the housing sector, taken together, will probably remain about 
the same as 1971, but the private sector's needs will depend upon a number of 
unpredictable factors. 


B. IMPLICATIONS FOR UNITED STATES 


1. Improved Opportunities for US Exports of Investment Goods 


The expected upswing in the Swedish economy, even if moderate, will cause 
Sweden's imports to rise. As mentioned above, the government predicts an 
increase of about 7.5% in imports of investment goods and this category accounts 
for the bulk of US exports to Sweden. 








Most expansive of all are the investment plans of trade and service enter- 
prises and the builders of new office buildings, all of which were held back 
for more than a year by the 25% tax on non-priority investment. Such increased 
investment should have a favorable impact on the market for office machines, 
construction materials and other products used by the trade and service sectors. 
Other Swedish industry groups which plan significant increases in expenditures 
for new machinery and equipment in 1972 include: pulp and paper; engineering 
(i.e. machinery, metal fabrication and transport equipment); public utilities 
(including electricity, gas and water works); iron and steel; and mining and 
quarrying. These industries should offer the best market prospects for US 
machinery manufacturers. The recent exchange rate adjustments should make US 
machinery more competitive, especially in relation to West Germany, the United 
Kingdom, France and Japan, all of which are active in this market. 


2. Stronger Market for Consumer Goods 


The effects of last year's income tax reform, which lightened the tax burden 
on working wives, has caused a steady increase in the number of married women 
in the labor market. As a result, demand can be expected to continue to rise 
for convenience foods and other labor-saving household products, 


The total Swedish import market for food products, however, including basic 
food grains, will probably decline this year, as a result of excellent 1971 
grain crops which -led to exportable surpluses, estimated at 1.3 million tons. 
Prices to Swedish producers of all agricultural products subject to support 
were increased again on January 1, 1972 under the three-year agricultural 
agreement which expires on June 30, 1974. 


A new food law went into effect January 1, 1972. It will be administered by 

the new National Food Administration under the general direction of the Minister 
of Agriculture. Most provisions of the law relating to imported products, 
however, are not expected to be applied until July 1, 1973. 


3. Negotiations with European Communities 


Swedish negotiators begin the first round of negotiations with the European 
Communities on February 7. Their objective will be to obtain the best terms 
possible in a free-trade agreement, i.e., the least restrictive conditions 
negotiable relating to sensitive products such as paper and steel, rules of 
origin and the safeguard clauses desired by the EC. The Swedes hope to con- 
clude the negotiations this summer and have its agreement take effect on 
January 1, 1973 along with the other EFTA countries. If early agreement can 
be reached on terms reasonably favorable to Swedish industry, it should con- 
tribute to greater confidence and willingness to invest by Swedish business- 
men. 





4, Investment Flows Will Continue at Moderate Level 





Swedish industry, which has long been active internationally, is expected to 
continue a moderate level of investment abroad. With three-fourths of its 
trade conducted with Western Europe, it is natural that the major part of 
Sweden's direct foreign investment is there also, However, there is a signi- 
ficant Swedish investment in Africa and Latin America and a growing interest 

in North America. The rate of new US investment in Sweden has slowed, probably 
in part because of uncertainty about Sweden's future relationship with the 
Common Market. 


5. Potential US Exports to Sweden Are Listed 


The following categories of US manufactured goods and processed food products 
appear to have good sales potential in Sweden: 


a) Manufactured Goods 


1. Data processing equipment (SIC 35, 36) 

2. Electronic components (SIC 35, 36) 

3. Metalworking machinery and equipment (SIC 35) 

4, Environmental pollution control and measurement equipment (SIC 35, 38) 

5. Advanced educational and industrial training aids (SIC 27, 35) 

6. Electronic testing and production equipment (SIC 35, 36, 38) 

7. Instrumentation for chemical and physical measurement (SIC 36, 38) 

8. Packaging equipment (SIC 35) 

9. Machinery and equipment for the shipbuilding and maritime industries 
(SIC 35, 36, 38) 

10. Medical, surgical, and hospital equipment (SIC 35, 38) 

1l. Restaurant, hotel, and catering equipment (SIC 35) 

12. Engineering components for machinery and vehicles (SIC 35) 

13. Industrial process controls (SIC 35, 36, 38) 

14. Selected equipment and materials for the building industries (SIC 26, 
30, 32, D4, 35) 

15. Equipment and instrumentation for product and materials testing (SIC 
35, 36, 38) 

16. Materials handling equipment (SIC 35) 

17. Machinery and equipment for the pulp and paper industries (SIC 35, 38) 


b) Food Products 


1. Salmon, shrimp and other fish products 

2. Pruits and preparations, including juices 
3. Vegetables and preparations 

4, Dietary and health foods 
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The US Trade Center for Scandinavia, located in Stockholm, provides an 
excellent sales platform in this market for American firms and their 
agents. The results achieved by the Center's industry-wide exhibitions 

and individual firm promotions have expanded steadily over the past several 
years to record levels. A number of shows covering products listed above 
are planned for the coming year. 


Information on the Trade Center program may be obtained from the US Depart- 
ment of Commerce in Washington or any of its field offices located in major 
cities throughout the United States. 





Why do some exporters 
do better than you? 


Maybe they know the market better . . . 
maybe they read the timely basic data in— 
OVERSEAS BUSINESS REPORTS 





You too can take advantage of these authoritative and up-to-date reviews from 117 
markets for your product. For less than $1.50 a month you can join the thousands of 


U.S. businessmen who receive over 100 reports a year. Join them today. Return this 
order NOW. 


Mail to: Superintendent of Documents 
Government Printing Office 
Washington, D.c. 20402 


Gentlemen: [] Start my subscription to Overseas Business Reports. 
(C 1.50) I understand I will receive data originated by 
U.S. commercial attaches overseas on these 8 specific areas 
of interest: selling, establishing a business, basic data on 
the economy, foreign trade regulations, market indicators, 
wr ok investment legislation, market factors, and market 
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